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Customers Will Benefit from Electric-Utili@  Restructuring

Electric-utility restructuring is in the best interests of all consumers. Competition and a choice of
supplier will give all consumers access to cost-saving opporttmities and a wide range of products
and services that they do not have under today’s  monopoly system

Several economists estimate that energy choice will save the U.S. economy up to $40 billion
annually. In states where competition is being tried on a pilot basis, small and large consumers
alike are saving 20 percent to 30 percent on their electric biis.

Federal Legislodon  is Needed to Guide the Process

Only the federal  government can ensure that electric-utility restructuring follows a consistent and
orderly transition across all 50 states. I find  it ironic that the only people advocating a state-by-
state approach to restructuring are those seeking to slow down or stop the process to serve their
own interests,

In today’s electricity marketplace, each state is not an “island.” Transmission lines connect states

and regions, power sales take place between utilities in dozens of states, and mergers and other
business decisions impact interstate commerce across wide areas. WP&L last year bought and sold
energy in 34 states and three Canadian Provinces.

If electric-utility restructuring proceeds entirely on a state-by-state basis - with some moving
quickly and some moving slowly or not at all - we risk a balkanization  of plans that will restrict
interstate commerce, fail to create a level playing field and penalize millions of consumers  by
denying them genuine choices in an open market

Whot elements should be incorporated in federal customer choice legislation?

What is needed is a balanced federal-state approach to electric-utility restructuring - leaving key
implementation details up to the states, while providing broad federal structural guidelines and
oversight and ensuring that all states implement restructuring consistently and by a federally-
specified date.

Federal oversight should continue in the following areas:

* Timing of the transition to competition
* Universal access to a competitive market
* Merger approvals/market concentration safeguards
* Open nansmission access
* Environmental protection (Federal Clean Air Act)
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Iwanttobeginthis momingbytbanking-s~andauoftbeEllEnagyandPowa

Subcommittee members for this oppawnitytotestifyonaaissueofu~stiuqxxmucefaAmerican

consumers and our nation’s economy.

Let me also begin by giving you some background on the company  I rcpnstnt

Wisconsin Power and Light Co. is an invc~to~~~~ed utility  based in Madison,  Wisconsin. Our

company, a subsidiary of WPL Holdings, Inc., provides electxic. nabnal gas and wa!er  sekces to umxe

than 4oO.000 customexx  in southem  and central Wisconsin and a small portion of northern  Illinois. Our

elecuic  ra~cs have consistently remained in the lowest quartile  among electric utiliiiils  throughout the

nalion.

Overview of Electric-Utilify Restruchcring

Resuucnu-ing  of the electric-udlity  indusny is a challenge that WP8cL  has been rising to long before

ir became a fashionable topic of conversation.

And. while  I would acknowledge that utility companies did not go hking  fa competition, WP&L

_. unlike  many of our comperiton - did nof run away from competition either.  Instead of spending our

time and resources  fighting competition, we swallowed hard, embraced the inevitable, and began nbuilding

our core utiliry  business (0 prepare for it.

In doing so, we’re rebuilding our business around the one constituency that many utilities  take for

granted -- customers. This  is what competition will force energy suppliers to do, because it creates a

markerplace  that is shaped and governed by consumers, not monopoly utilities.
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In my opinion, it is not the role of Congmss  to protect  tnonopol& whethex  they be WP&L or the

smallcsttnunicipalutility.  Itisthcroleofcon~toprotccttilccons~.  IntheGmllanalysiqitis

&qrcssthatwillguatautcethatallelcctric amsumusarctrcaBzdfai3ly,andthiswillhc&memost  ”

efficlcntlybymandalingchoiiandsettingthcrules.

Invcstor-o~ai utilities, UUUlicipalUtililiCsandMal~coopcntivcs allhavcavestcdintcre5t

inmstnlctuIing.  ~o~vcstcdinmtsts~not~-p~ormippkcedandmostarelegitiman  wearcall

concerned about our place ln this new indusny  and What lies ahead

Howcver,whatweartconcanedaboatwith~~ooIpowll-~gandourabilityto

compete is really not the issue.

The issue is consumcq andllowtbcywillkbcttcroff.  T%isindustryischfulging-afactnoouc

can refute. As you am asked to make decisions on these  changes, please ask youtsclf how they will affect

consumm. not what is in the best interests of monopoly utilities.

Whilewemaybethrcc1Dfivcycarsaway~thedaywhcnallcusurmcss can choose  their cnqy

, supplier, the pact at which we BTC traveling toward  this d&nation  only continues to accelerate - &auks in

large part to the efforts of Congressmen  like Dan Schaefer.

Jusr  three years ago, only one state - California - had begun exploring the reality of a competitive

energy-services marketplace. Today, nearly cvuy state is nxponding  in sonx fashion to the realities of

customer  choice. Four states - California, Pennsylvania,  New Hampshire and Rhode Island - have

already enacted customer choice legislation, while several  othas axe expected to follow suit this year.

lf nothing else were to change from today, 25 pcrccnt  of American consumers would have the

ability to choose their energy supplier by January 1.2000.

Moreover. cust~mcrs  in a handful of “test markets” throughout the country axe already saving up to

20 percent  on their clccuic  biis after being given the option to switch energy supplius.  Portions of Illinois

are included in rhosc imporuux  test markets.

Other states, such as Nevada, Oklahoma. Georgia and soon, Michigan, arc using customer choice

as an economic development tool by allowing large industrial  and co- custoaxrs that t&catc in

those states their choice of energy supplier.
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I.u my state. Wisconsin. the Public Service Cbmmbion agreed in late-1995 to a 32-step pmccss

rhatwouldresultin~customnbcingablea,chooseancncrgysuppliabyDaxmbcroftllcyear2Ooo-

assuming, of course. that the tim&ames ate met on each step.

Even states with very low electric rates that have been slow to move fonvatd on mstzucmring  are

now stardng to consider customes  choice IegisIation. Such legislation has been  introduced in Montana,

NorthCsrolinaandSouthCarolina,andpilotprogramsanpoiscdtobcginiaMisJolai

With that intmduction, I wonId  Iike to focns  the mmainda of my mstimony  on the tbrec qnestions

posed by your committee.

Would customers benefit  from  having the ability lo choose their ektrical snppkr?

At W&L,  WC bdieve that informed cu~t~mcrs  arc quite capabIe  of&g intelligent energy

decisions in a competitive marketplace. Competition and cutomer choiccwiIIbeintbebestintucstsofaIl

consumers, because the change in this industry wiIl ptovide  them with access to cost-saving oppommities

and a wide new range of products and services.

Today,  consumers have choices in purchasing virmally  everything from grccerics  and clothes to

compurers.  cars and long-distance telephone service. These choices save people money. It’s time. to break

the monopolies and bring those same choices to energy consumexs.

Studies by several economists estimate that energy choice would save the U.S. economy up to S40

billion annudly. with savings of 20 percent to 30 percent for individual conmmxs. An& as I mentioned.

compedtion  pilot programs in Illinois and New Hampshire are already bearing witness to these projections,

with consumers saving up to 20 percent on electric biis.

This is real money returned to the pockets of working famiIies  and business people  - the equivalent

of 3 massive  tax cut without the political pain of slashing entitlements or other  governmen t programs.
These savings would Panslate  into billions of dollars of freed capital for U.S. economic investment at a

time of stiff global economic competition

These are. admirtedly.  projections and estimates. However, one need only look w the natural gas

industry -- a formerly-regulated utility monopoly -- to see how energy customers save money and benefit

from market competition.

3



.I! II;

Ezlc&cityconsumerswiurcalio:~savingslnacompetitivcmazkttplscc  unlcsstbelawsof

economics  are repeal& CompetiticSl  will bring the price  of elu3Iicity  down

I would end this question by asking another. How can we say that we arc se&us about global

competition when two supplicr~  100 yards apart on the Ww&n/IGx&  border  have to pay tatcs that arc

40 percent  diffcrcnt?

Is feakral  legishlion lha! provides  for siate implenaenh%ion  of &oil com#lion programs and

addresses interstate commerce issues necessaq?

While cltic-utility  competition and customer choice  are incvit~&le.  only the federal gwemmnt

can cnsurc that thcrc is a consistent and orderly transition acmss  all 50 states. It is the tesponsibiity  of

Congress and the Executive Branch to help ensure  that industry restructuring produces a fair and level

playing field that will deliver economic  benefits to all consumers.

The Edison Elecnic Institute (a national trade  association that rrprescnts invcstm-owncd utilities)

and most large. high-cost utilities disagree with this position. They support allowing the timing and details

of electric-utility rcsuucnning to bc dccidcd  entirely on a state-by-state basis. I stmngly  believe that if

their position prevails, it will be at the expense of energy consumers.

In reality, supporters  of a state-by-state approach to restructuring arc simply trying to slow down

or even stop a process that will benefit consumers  by instituting market choices - and threaten  high-cost

utilities that charge races  far above what a compctitivc  market would bear.

I do agree  that states arc good laboratories for reform, and I applaud those states that arc moving

with the market to bring a choice of energy supplier to consumers. My concern is that many states an not

keeping pace.
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weke also seeing  $lqoltm  of a state-by-state appmach  wage their vividc snd conquer” battle

againSt  r&ructuring  On that  Vay SBM Stat&by-State  bgsis Don’t be dCC&CdZ they SI% doing nothing

more than waving “states righa” a~ an excuse for Congas to tutu a blind eye.

Callstogetitrightorgoslowlyarc~gmorcthancodcforlctmcaaruemoaopoly~~foo

as long as poss1%1e.

IfSuccessfultheimpacnotrhtscacrions~~~willbtfcltoot~bycarslnnaswithin

those states &at lag behind, but far beyond their badcrs BS well.

Intoday’selcmicitymsrketplace,cachStateisnotan”islaml”  Tmnsmi&onlincsc~~nectstatcs

and regions, power sales take place between utilities in dozens of ~tatcs, and magcr~ and other business

decisions impact market concentration and interstate  comaxme acrosswideareas.

If electtic-utility restructuting  pmcceds  entirely on a state-by-state b&s - with some moving

quickly and some moving slowly or not at all -- we risk a ballranization  of state plans tbat will resuict

interstate commerce, fail to acate a level playing field and penal& millions of caosumcrs bydcnying~

choices and cost-saving oppotturdties  in an open market

Federal intervention. in this case, is not an intrusion on states rights. It is a guarantee for interstate

commerce.

Wha elements should be incorporated in federal customer choice legNation?

What is ne&ed is a balanced federal-state approach to electric-utility ttsmxturing.  Such an

approach would leave key implementing details up to the states (tbeteby  allowing them to meet their

individual needs), while providing broad federal suuctural  oversight and ensuring that all states implement

resnucturing  consistently  and by a f&rally-specSed  date.

1 would envision continued fedaal ovmight in the following BT~BS:

l . .
p Congress  should ensw that all states have itnplemented

electric-utility competition and customer choice by a uniform date, leaving the decision on whether  to

implement sooner up to the individual states.
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* . . .
p  co-ngrtssshould-rkuall-have

geminc  choices. and that low-~ connrmas axepnJzecred,iJlacompcdtivemarlru  Ideally.clloice

wouldbegiventoallco~ -rtsidcntial,commrdald~-~tllCsamCLiUlC.

lQ llheanMgingebxtric-ulilitymlulRtplace

wiubeCharacpriztdbymulti-statcUtilitymagasandUtiIitybosiness~~thathavcrtgionaland

~ti~tmlimplicaions.  Asrres&fedualreguhtorsmustmtahovalghtofmergusandmxket

concenlration  issues in the interest of inErstate c0mmcrrx.
. .*_Gcmlinemarketcoolpetitiollisnotpossi~wilhoutfairandopaIaectsrto

the electric-transmission system for all CusDDmcrs andsupplieIx  cul~must~cQIltbluedfedual

regulation of transmission systems and tariffs - most my through the fcamatiw of I&pen&M

System Operators - in a competitive itaiustry.

ment. Electric-utility xesaucmring  does no& in any way, equal environmental

deregulation. The existing regulatory framework of the Fedaal  Clean Air Act provides the most  balanad,

consistent and effective way of protecting the environment while still ensuting  a level playing field far all

competing cncrgy  suppliers. On the other hand, a state-by-state approach to env@ximental  regulation of

electric utilities presents the vcly real danger  of imposing utqual,  draconian and sciendkally-unncccssaty

restrictions on seleaed companies in selected regions of the nation - the antithesis of a level playing field

for genuine market competition.

Conclusion

W&L is a strong supporter  of electric-utility resuucturing  because we believe that it is in the best

interests of consumers and the nation’s economy. A balanced legislative approach  that applies con&em

federal guidelines.  provides ail consumers with choice on a uniform tim&ame and allows states the

flexibility to meet their individual needs is the most desirable outcome.

Thank you for conducting this nationwide series of educational  fonuns  on electric-utility

rcsnucturing,  and for providing the oppommity fo testify this morning.
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